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The Media Industry

The Gotd Rush Begins

Indust

ighlights:

As e POC s due, I ecarly June, to decide e scveral media ownership rules,

we theagiht it weald be help(ol to summarise the ruiss and anslyss the lmpact

on the companies acrem the media lnadecape.

We cxpext:

o The statien ownership cap o be ruised frem 35% 6o 46%.

¢ The TV duspaly rules to be relaxed o allow ownership of up to three
staticns in the largest merhem, op firom twe cmvently, and ownirship of
twe stations i the mid-to-large marind, wp frem ous ia aaay cases.

* A redefiniticn of the local redieo markets, reduciag the pumber of statisns
i sume markets.

*  The cvass ownership ruics @ be reixzed to allow ownership of TV/iradie
statiees and ncwepspars is the e marinin

e Neo changs ®» the dual actwerk ownarship rele.

We expect newspaper stacka to be perceived as a major beneficiary of the
axpected relaxaties of cress ownership rules, with mid-alaed snd amell
xwipaper compenins vivwed ss petential taho-out camdidates, helping to
suppert the carrest promines valnstions,

Hoewever, we thiak the reality is that there sre 9 kmited anmber of logical
bayers cutids the npwapaper indastry. la fact, we think swape/trades will be
more Ekaly to take place, bat they are unilkely to be catalysts for significaat
share apprecistion for the mwipaper group.

We belicve that emtertninment companies, sach 2y Viecom, News Corp/Foa and
Diacy, weuld ook to makir wrpeted scquisiions, mest likaly radie or TV
statiens in larger mariets rather thaa whelesale, transforming acquisitions.
Overall, we capect the rule chaugs ® be slightly pesiiive fur the entertaloment
stocks.

Fer statios greups, a relaned duepely ruls and a bigher cntisnnl cap shentd
intreast the valux of stations that gualidy te be part of 2 duepaly, particulasty
theoe thet ave sflilliated with & sctwerk but not barred from duspely oonersbip
by rsaidag in the top-four statieas in the marbet.

Thvia seoms to fuver Bhe broadenst eperators that are perceived %o be potentinl
weliars, beiping o sappert maltipies that heve cxpasded i suticipetion of
deveguiastion.

As the reguistery lasducape fs ualihely to changs meerislly Jor radie, we da
et expest radis ock valustions to be impacted mueh by the swnershlp
review.

Refor to impertant daciosuves af G ead of this repert. lnvesters should sosums thet Mersill Lynch is

Aualyst Certification on page 6.

sesking or will sesh Mwestmant banvking or elher

Marvill Lynsh Clobul Swcuties Revearsh & Sconsancs Gosnp W"“mb
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The follwing &t an excerpt of ax in-depih repert thai
detmidy the cxisting meds ewncriheg rules @nd the kely
autcames from the review. The report also imcluder o
marric shawing cress ewnership possibiitics, o listmy of
ihe mewipapers and TV soailons in the iop 50 marke!s,
and & lisiing of the station holdlogs of the major TV
HaSen Fresp

Barrmg any jast-somute changes due o lobbymg Foas
local interest groups and selacied liwmsakers, the Fedeml
Commumications Cammission (FCC) i gomg o relekse its
new rules for meds ownembip on fune 2nd.

Ovarview of the Existing Rules
and Likely Changes

® Televison Stativn Ownership Limit

Curreat FOC regulations limet the aumber of houwenlds
thest & bromdeaster can reach to 35%. Basod on recent
reponts, the FOC is bikely to mdie the cap to 453%. There
likely to be no change 1o the current FOC mla of countmg
oely 50% of a UHF smtion's murket madience mowards the
mational cap calculation vs, 100% fr VHF. Whilc the
FCC sppears 1o be leaning iowand daregulstion bere,
mefmbers of Congress have quickly reacted by mrodueing
# bill that wonkd retam the 35% cap and prrmaneatty
remove thig iswe from the Biengnl review o passed momo
law.

® TV Deopely Rule

Corrently, 8 station operuior is aliowed 10 own two TV
sEations in the sEme maskes provided: 1) both mations wers
not ranlesd in the top four {mos: ofien the ARC, CRS. NBC
md FOX affilistes), and 2) erglt mdependently owned,

large mories, Wmmﬂ bikely be allowed
tp own twer statows (v, the 2 sanion lome cacreat!y),
whale the kmits for sud and sl suced madcts will likedy
go unchanged # e stations and one stabon. respectively.

B Radio Station Orwoership Linsit

Currently, corporatons arc allowed to own i unlamited
mamber of radio waticon atosally ad op to cight Spnak
in & local market The total nember of etions beensed in
1 market defines the precrsr manber of Sathons that a
cOMmpRnY Can own in that market. While the nitial
proposal was o chasge the market defistion 1o marror the
Arbitron mariers and reduce oumershan somcentration [a
samaller markess. several other rales are on the tble a3
will, and the fnal ovscome is still umclear, but no major
rollbascik in dereguinton 13 cxpocted.

® Crossdrweership Reles

Radia/TV

The FCC lim the cross-owmership of radso and tckevision
wm » lwgr market (20-plos independent vmces) w seven

Bkt 1 PRQORENG SELCIOTRITS B e e of e repon,

radio stwriom and ont ihevision swhon o six o
watione f G operEror has 2 wlevemon duopoly in the
marker  Recont roports suggest that this regalation could
also be Jootened, with new lremts dhaped by repulmnry
TV and redio alone.

Newipaper TV or Radio

Cusmently, the POC probubats the ownership of a television
or radhe tarion und newspaper  the Lume market  Latert
repors indicate thar the FOC is likcly to sllow cross-
ownecship m lage to mud sized markets (about B0% of
muarieerd).

B Dual Network Rule

Current rubes bar any company’ from osmang more dan

oo of the major broadeast networks, bat allow the four
MmEjor networks @ own, operste, mainton of control the
“weblets™ (c.g the WH or UFN). We do not expetct this
rule tobe changed Fuwen if i does, we wiew i as relstively
mcaninghs unbess the televison staton rales are changed
abomg with it 'We find it anBlely that & company would
want 1o own Two nerwerks ualess o can own affilimed
swiions along with s

impact on the Stocks

B Newspapers
We expect ncwspEpcT S0k 1o be porcerved a8 & mERr
besefiary of an expecied refaxation of crots ownership
rufes Pamscularty, we tunk mid.rired snd small
newspeper cormpanses would be peroerved a5 miroa:

wes, MoClarchy, and Palirer

Boquisiton target smong mvestors. On the opposite side
of the speetram, Guanen and Tribone are viewod o ldkely
buyers of properties. Tnbune, m particalsr, could come
ender prexsane do 10 & perception (uepst iR ouwr vicw) that
they have owerpaid for soquisinams mn the past, offiet by
the arong momennizm of ther WE se@ons.

However, we teink dhe reality @ that there are & liomted
murmher of logical bayers ootsde the sewapsper idutry.
In fact, we thnk sompatrades will e more hiely o ke
place, but they are mnlikely @ be canalysts for ngmbeam
shate approqanon as we Huok they will ot lesd
mmdnple revalioiemss Same newtpapers may docude 1o
malke the dcfeasive move of buymg, TV sanioms in their
markets m opdas 10 bumress the soculur decline of
nwrpapers long termn. Bottom kine, newspaper siocks
may recesve 2 shoreserm 1ift from the rule chengr, bt
mstained sock price performance bs sgll likely vo mie i=
puae from the fomdurmentals

8 Networks

A hogher sational cap, of sdopted, would o fclally give
regulatory rellef 1o Fon and Viscom as both cunsstly own

i o)
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stations reaching more than 15% of the pation 1o the
sgeyepate In mdditson, & hagher aations] cap woudd 2o
pive more lanmde o the networks io bioddemng their
foosprint and captermg, the Sronomuss of the televenon
business, theveby strengthening their hands m desling with
their xffiliates. Mwhnﬂaqﬂu

Viacom, News CorpFox and Disney would look o make
wrgeted acqanitons, mos [lkely mdio or TV stabors o
larger markeis rether than whalesgle, muncformng
acqmuishond.  Overkll we cxpect te rale cangr © be
slightly positive for the catertainment stocks. We note that
oaly Thaney is sl well-bedow FOC Janits :n terms of
statwon ownershep (81 24% of the U 5.) and would not
require 3 relaxation in the rales to acquire additionsl
PropcTinG.

® Brosdoast

D the oot hand, 3 higher ratiomsl cap, of sdopeed, would
upumhhtﬁvw#mm;lh
negotisting power. On the other hasd, & relaxod duopoly
rde snd 8 higher national cap should alsn meyesec the
walue of ymtons that qualify 1o be pan of & deopaly,
partcularly those that are affihated with & network but not
barred from duopoly ownership by rankang m the top-four
stations i the mazicer, This secms © fivor the brosdcast
0 sappor multples that have expanded m sntcipanon of
deregulation.

Separately, if ovneshep of three masioas in major markens
it allowed, if conld pave the way for one of the major
medis compames 1o acquire Spansh operssor Univision.
B Radio

As the regulatory landscape = walikely w change
materally for mdo, we 0 nol expect radio stocks W be
impacted much from e cwnership review,

Company Specific Thoughts

& Newspapers

Dew Jones: We do not thank Dow kones will change i
Etraiepy ad & resull of cioss ownesshin, While the COO
B @ backprommd 5 MAA, the compaey airesdy hes
brosdcan, albances and 8 gnlikely 10 Ty o purchass
siations owinghi. The company stevied b0 be Eode
imteresied im addmg more conmEmETY PRPCM 25 & WY 10
conmberbalams the cycboal Wall Seraer fournal, a3
evidenced by itt recenl snncemeemest t pufchnte The
Record ia Stockton, CA. Gives its brand name and
upscaic resdors, especially in the New York region, we
think Digw Jomes wonld be an sitrattive soduisatson for
TEany companics, but they would bave o mragatc e
controlling fenily stakes. We have observed recent mock

Rmles 15 ENQOMANE MSCIOTTY M I a5 Tt repedt.

sales by sehected Earmly mambers over the last year sad &
half, witich would nugpest that they are ot on the verge of
selllng the cormpany. However, given some of the finctian
in the past, we would not rale out that thas Gaealy eould
decide w sell mt aome poml

Gaanett: We think Gemnes wnll contiane o be
wh_-ﬂmuﬁmm
seeminghy the Lerpe price that it is cormenthy afier.

hawe thivarted deals they would b LHeed w0 bave dose m
e pes, Not baceuse they schseved oross gemershug, bat
hecause they were good deals 'We ghaak this will conomos
1o be their asrieude, 1.¢. they will just do pood deals Gl is
primumby m 4maler sewepeper mriets and mednem-sizod
TV station markets. 'We do oot thank there is 8 buyer for the
whole comparry, bt beleeve GCl would have the appetier
and the balance sheei 1o partee many other sewspaner
companies While 3 colnursl mismesch we tank Gl wouid
benefit fiom owmeg KR a3 it gets the company om0 bigper
markets, GCI's TV stanions have 2 mce overiap with MNI
newspaper properties. GCT and Pulitzer would seem a good
fit ssemming boch from GCT's ownesship of a 52 Lows TV
stytion where PTZ cwns the paper, and thesr jount operatuig
sgreemem m Tucson, AZ & smie in which GCT has
eumerves other asses. GOT has indicated that prices ane too
expersive carrentty. Wih the recent regulstory change in
the UK, we alsy would nor be surprised to see them farther
thew foothald there.

Jourml Register: Az one of the atigmal companies 1
peryes clusering, JRC o likely o be opportumste. Over
the last owo years, TRC has sold more i 1t has
parchased. Its acqusrbions wnd to be & bit below the rader
eereen and pood add-om propermies 1o their exising clusiers
in Conmocticas, Phaladeiptia, Central New England and the
Capstal-Serstogs/Msd-Hudson regions of New York. We
expect them 0 stay i the newspaper bauness unjcss 2
one-ofl @arion were 0 becomme available in sy of 0s
clusgtcrs. We do not thank there is & naneral buyer for the
COMBERY.
Knight-Ridder: KRI is o likely to beabuyeras it is2
seller. KRI has stayed on the scquucition ridelimes due 1o
an uswillingness o mear EFS diloton &5 o ay we cn
rdl. W lasgsly thisk e conpany will sty mthe
sewspaper butancss, but woald pote for mvestor whe
bave rust Sollowsd the company for 2 long tree that KR
wsed 1o be in the broadesst buciness KR would fiv well
with McClachy or A Belo in s merger of equals. We
do not knowe wihat the culrursl fit would be and cevtmnly
could mot predict the managerment ismasy The face that
KR erades a2 2 discoont 10 the newspaper group sverape
makes it hard for an socusssbon of brobkde kit sacems o be
anractive from o KRTs sharcholder's smdpoint.

From the other side, KR! ooald be & good &t for reany
potennial newspapers and TV mution opersiors grven KRI'
mudtple papors m sajor merropolitan aress (eg.
Philsdaiphia, San Jose M, Detrost, caz) KRI shares
e mexpensive mnd there it 8 widehy-hebd thought that the

3
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financial performance of the propertes can be moproved, o
perception flarthered by the current masapomeni s
proclamation of masgn leprovemen! over Tree. 'We think
that GCI and TRB would be mteressed i owning KRI
given where their respective TV stations sre and TRB'=
mterest @ facuaing on larper metropolitan markel

Lex Enterprises: Last yoar, Loc soguired the nssets of a
farnily owmed company, Howard Poblacatons, & group of
smaller newspapery, some of whach were m wreas where
Lee had a nearby prescace. W thonk Lee will conGmue o
opportmasucally purchese newspapers. Given that the
company spun off s broadesit assets in 2000, we do not
expect 10 seo them attrrpt o punchase other medivms.
While Loc might be an stursctive scqusition tagrt, the
Eumily control and relatively Ingh margins would likely
prove o detrrien

MeClatcly: MNI has been very seiectve m rmalkng
acqusnoms ovey the lest decade; the company has focised
o0 hugh growth mariets snd a3 sach is ap afractve
acquisinos tapet. Mussgement soems to be hakewanm
towards the poambrlty of owning broadesct asact,
incdicating that i can afford o wait 25 1 owns the domamant
papor m many of its markers.  There 8 speculsnon that
MoClaschy would also be mntcrested in baying the
pewspaper asects of Freedom Commundcanoss, although
raamgrment darmpenod the specuisnon somewian by
nd‘muQI cosrference call that i docs not ecod o do
an scquiNiGoa. | he company has concontated oo paying
down debt i recent years, lesving of with more dry poeder
for acquentons. W think dt scveral companics would
be imteresied in owning MN] from Knight-Radder 1o
Gansett to Tribone. [t aleo appsars o be 1 good fit for
mamy TV mation opcrasors

New York Times While ower 90% of NY T s cash flow i&
from s newspeper fanchee, NYT 14 m the broadenst
business and is senous shoat it. WY T wes on the cotting
edjge in crealing s dygal operating center Allowmg theam
0 operate 3 barpe portioa of e Sxtions from oar
ceniralred locsnon.  They have room for moee. NYT bes
not betn aggressEve in buying statsons and his. largely
seayed 10 emaller merkets, In 2000, the company divesied
8 namber of (65 smallor eowspaper properties ndcating
thar the returns wore groasy i the larger markess withm
winch i currently operates. WY T's badente sheet would
centamly ponmat srable soqusnoss We task NYT and
PBLC would be 2 grod fit at lexxt on the sewspaper side as
the Providence Jowmal fita well with NY T s New England
goup NYT b brosdeast/newapaper alliancss 1 several
markets that could be procurson: o swape. We could slso
soc NYT shermptmng o p2in more of 8 West Conit
presence. We do aof doubt for one meoment thet there ane
companies inpereated @ owming the New York Times
Compiny, bt we do not get the cenee B that i even WD
four discucsion by the company.

Pulltrer- We believe PTZ coald be perrerved s 2
potentia] taloe-our condidnte grven i nve ond ownsrEhap
of the 5t Lowss newspeper, which 13 iz 2 10p 25 markes. b

FTE A6 FRDOCEE SETOTOreT I e ol of B FEpon.

ix oftem speculated that GCT would be & Likely buyer given
its owncrship of the 5t Lows NBC TV station snd the fac
the two companics participate n 8 JOA ia Tocson. Pelo
Mhhﬂuﬁnuﬂuimhﬂ!ﬂmh
St Louss and somme sations in Tacson. At this juncnse,
we do not belwtvo that PTZ v a seller. PTZ sold iz TV
operstions 4 fow years ago, so it o unlikely that the
company will go back mito the TV bugincss.

E.W. Seripps: We do not get the senae that SSP i lonking
to buy anything except more cable networks and then, caly
if ehey fit the targeted mches SSP 5 mterested m. We do
et the senge however, thl tevera] companic would be
interesied i owning SSP sack as Disncy (duwc to S5Ps &
ABC offilisces (9 siafions m all) and sntracuve cable
petworks), Hearst (thar ABC thing xguin and the
potworks), and locly others we have aot eavisioned.
While the company seemed 1 70w its Sanoa holdungt a8
poicatial cusrency, 1t stems i have recently backed away
from that view somcwhan Instead, rasagemont has
signaled that it is very mterested in duopolies ar the night
price, both becinme of the proven sconcemes, bot also a5 »
way to drvernufy pway from the ABC Nerwork. We coold
sec SSP poscntially engaging in swaps, for cxampic, they
eoeld rade their Balumore TV sation for S sl 10
TV that Tribnme, owner of the Baleimore Sun, ogrreptly
retune. SSP has pnerons brosdcast/nowspapor 2l hances
m 2 pcwepaper snd TV sanon markes. The famuly wross
would seem o sugpest that & sale could not be effectosted
for some time, but we bebeve that wheoe there 5 2 will,
there is 2 way. Ggos would not get in the way boc g desire
for ulnmate value would

Tribune: Tribune |5 likely to confines bemg scguEsitive a3
Wt pursecs more of o netional rollup strategy I both
pewspaper: and iwosdessring. While the company hae
been honest that it has oot drumened up & ket of
mcreracnee] revenoes by virtue of cross owncrship @
varpras merkest, # hay benefited from sew asBonal
revenue dise 1o it sinlong presence ia the op markets m
the coungy. Having wmid that, TRB sgned § mudi-
platformn deal with Harrs ; Chicago las: yesr and recently
gigned a dexl wnth Target We think Tribuene = s ety o
buy newspapers ma i 18 TV statioas although minprment
hag incheated that they sre gply intrrested m TV, doopobes
in partcule. We think KRI and MM make sease for TRB
bat believe they will he oppormmishic over tme. There
wis sperulston that AOLTene Wamer could be
ineerested m TRB doe 0 s roser of WH affilistes and
25%, stake 1n W but we do not thmk mythung would
happen near o gven the correet balmoe sheet
constramss of AOL Time Warner

Frosm a pexoeption point of vew, mawy mvesions belicwe
Tribuss mamagement could ovarpay for scquisitions m &
devegulated emironment, tas pocentially cxerting
prexsure om the srock. While we belirwe thot perception s
peaerally macoeniie, porcoptron ooald msTr moet than
reality. Offseming thic pressuse is the sirong momenres
cnjoved by TRB's WH stations,
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Washingten Post: We do pot expect WO o make any
large scale aoguisitions. The commpany’s growth focus is on
s eable and educstion bupinecees We tunk they will
contimoe 1 be opporumstic 31 tbey have beea by buying
emaller papers sumommding the Post. On the broadeasting
side, we do oot get the sense that they nre under any
pressure (o make scqEmbons. We heve often sensed that
WPO it ot interested in sellmg wosete cather. The
compay s closely bekd by the family and we thmk it &
the heas likely 1o be soid.

8 Netweorks

AOL Time Warner, AOL Time Warner hat closs w $30
ballson m dede {3x debt EBITDA) and has publicly pl=dged
toreduoce that total to $20 billion by YEOL, The company
has made sseps i reduce their debs by selhng its suke in
GMH and Comedy Central, mising over 52 bdlion.
Farther, the plams s [PO of Time Wamer Cable
for the second half of CY0), Wile the ropeal of the
cable/broadecadt cross ownership rule does aliow AOL

T irme Warner to pusac TV stition scquasitions (Tribanc
beang the most logical) we do not believe that 3t would
parsoe sach § tensaction grven the company ' Cumend
capstal sructure. To fact, it is 0 possatrlity that the
company coukd drvest itself of ies 77 5% stake in the WH
network. Howewer, we behieve that once Time Warmner
Cable iz a public company, ADL Tibe Warmsss will
paticipate m cable industry consolichtion (Cablevrisen,
Charter, Adelphsa smong the mos! logicel soquisition
tgets

Wakt Dissey. Disacy bas roaghly $13 ballioe of debt
{over Ix debt FRITDA), $7 nllion of whach comes doe
ower the nexr 4 yean., With the cxception of ABC Family.
Dusney has pot hustoncally pad up for scquisitions, nor
has the company been aggressive in participating n racho
ar TV consolidasion. In fect, Disncy managemes oficn
comments that they do not sce the benefits of increased TV
station ownsrship. However, we do belwrve that Dimney
woild benefii from prester oweershap of their owsod md
operated TV siatos feotprnt, whether through so
scqusition of EW. Scripps or Heart-Azgyle (For example)
or other smaller ABC affilsste groups, sach 83 pervately.
held Albrivon. Given the small gzs, bot relatve Siroagth
of thedr mdio nerwark and stanon group, we believe
Dieney could be an scntive player m any Farther radus
mdusiry comsnhdsten. However, and most impormastly,
wo belucvo it vital dai Duncy secure dutribateon for its
conienit sdarts W note that Dhoney's radbo smitions are in
bar e (aned decirable) maricety Bowever, the sz of theyr
station group = dwarfed by several of its competisors.
Thas, we view Dasney a4 havmg two potential opbosr 1)
enther selling out complerely or 2) merging with enother
operator. W belseve the former could camy wgnifcan
tax constgquencel. 1 he second option could be a way for
DHsmey to rotamn am iberest ia mdio a8 well 5 areaie 2
curreacy w farther consohdas.

Thers = 3 hatrle bang wiged m the indusry berween the

Fieler o snporiant @ocosamys # Dw wnd of this repart.

contens and distribution companics, specifically, both
cable snd sarclhite operastors are anwilling lo continue tn
pwrallow 20% affilinte foe incresies from ESPN on a yoaly
bams While ESFN may have engugh leverage 10
withizand thes bartie, Diuney’s other cable networks, ABC
Famaly, SoapNet, ESPND, ESPNEWS, ESPN Clagnc, may
fate increased pressure fiom the cable opersiors. To thst
ood, Drsncy would be wise t esther scquire dissribution
macts (Pokostar?) or increase iz content portfolio.
Pigws Corp/Fow. News Corp mnd Fox bave historically
been aggressive comsabdutors of modia properbes, S
recently with the proposed acquisition of 34% of GMH.
Fallowing ths transaction, we believe News Corp/Fox will
ke & stcp back from lerpe-scale acqusitions and perkaps
focus on smgle TV stations, similas to the sequinition of
the L/PN affitiose in Chicago last year. News Corp
carrcntly his & BBD- credut rabng and the company ba:
been adamant aboul mames iming it mrvesteenl grade
atatue. Further, the strucrure of the GMH rmassetion

the company from any barge-scale soguestons s
the Fou level, in the near-term a5 Fox can not meue frther
equity (13 News Corp can mot be dilured below 50%
cwmorshey for mx consolidanon parposes). We &b
however vicw News/Fox 23 beving an appetits for eos-oll
piaton scquisitions m op-25 markets 1o fther expand in
duspoly presence. We beliove radio 13 not carmently a
stratégic foces [oe 1he company, bet longer term we
belisve a strategic casc can be made for scquirmg rdio
stations in oeokets wisert it has a televisen snbion
proscoce, Unredated 1o broedcasting (and perbape the scope
of a report on deregulanion), we believe News CompFox
mary bave an mterest @ further axpanding thear stodie
presence (film snd selevision) and may xpress mibsrest m
Vivend*s Unrversal asscts
Vincom, Viacom is in the hest powtion felative 1o ifs
peers, with debt EBITDA of |6, following the 512
billion acquisidon of Comedy Cenmral from AGL Time
Warmer Hepohcally, Viscom hac messured any
scquacinon relatrve to the purchese of i own chares and
we believe the company will contines o spend wisely on
any pofential acquisstions, Vistom o clearly nol interested
in owning pewspapct poblabers. nstewd, lke News
Corp/Fox, we belicve Viscom is interested in expandung s
ducpoly prescace in op-25 markets (¢ g Washington
D.C., Phoenix, Dallas).
lo addineon, where allowed, we belicve Viacom woald be
active in farher mdio comelbdation as well as worensed
ownership m cabie setwvorks. Viscom's mmparallelad cable
nerwork pordiolio gives the company sgnchcant iovoags
vi. cable and capellne 1nd we do mod bebeve
Viscom woald ssek to acquire say diciribution aasets, auch
5 cable or sl parcalaly oven s agprTEaic 26
sudhence market dhare among itz cable and broadcss
propertes, Should the rules be relaved wherehy Vincom
could own meore voices in a marker, we beliewe the
cornpany could kook w expand w Spanich lanpuage meda
with =n acqiniition of Linlvision
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B Broadcast

LIN Television currcady lays claim vo 5 ingal dwopodies
and hes cotered o TMA agreereents (local markchng
sgreement, or local MEsagement gresment, AR
armngcmem under which 2 stabon ewner i one marke
may manage cortain arpects of the bumness of enother
ststhon in the came market which is owned by soother
party) in 7 markets, whech o would Llikely coavert o legal
dovpolies upoe looser regulstions in this area. Samlacky,
Smclair Bresdesc! Groep ic already an cwner of dudpoly
stations wnd bas several LMAG that we would expect 1o be
foided ipto the compasy”s portfoho o regulabons permun
One company o watch out for in Mercdith, whach is both
a publisher of primarily womes's magazines and 2 méd-
ured TV ststion oparstor. Company madelgement hai
sraded] that i maends o evaluxe 11 EOEEC OPPTENRCE
after the PCC mods ownerdup reviews and be
opportundetic with respect to us TV stations. We think that
in an enviromment where the urger plovers will gam
merrasing clout, it s Geely that MDP would decade that
does net have suffickont size to compete effectively m the
brosdoastmg sechor.

Asnocther company that could make 3 move m a deregulated
enviromment 13 Hearst-Aryyie, 80% cwand by the Hearst
Corporanon, whech seo owns § collection of nowspapers
and nabonal megazincs. The relaxsbon of cross ownershep
rules coold allow HTV to buy TV stanoes m markets
where Heanet abrosdy owns ¢ nowspaper as well as to
mhq:nh:l-ﬂmﬂuhl
MoGiraw-HIN, cwner of four ABC affiliscs in San Dicgo,
Derrver, Indanapols snd Bakersficld, might alzo be
wabmg W esseas lix options post changes by the FCC.
Crvey the last § or 9 yrary, there has bern specoiation that
MHP might be mirremed in selleng ita sateons ss they
dom't mecerwnily fit wath the ovenll dmtegc deection of
tho erparusanion.  MHF has 8 low basis in the atatvns w0
the mwultiple would have W be Gurdy hogh oo mvolve &
swap, perbaps of financia) maganne msets.

Hecemtly, sther srstion proups have formed duspolies m
srocnare. Vietem puschased KCAL-TV m Los Angelcs
during Febroary 2002 at a 32 tmes BCF multiple, which
the company expects bo reduce 20 & 15 vimes solnple
through the effcrencies of duopoly. In April Tribume
parchmsed WTTV-TV (s well a3 a suscllne signal WTTK-
TV) from Siachlir for $125 million or 21 dmes 2002 BCF
{56 milliom). Asswming that o can ratchet the cach flow up
w 511 mdllion from synergies, the multiple wall drop o
11.4 times. Simularly, Fox purchased WPWR-TV in
Chacapo for 21 tones cash flow (15 dmes includung
synerpres) durmg Fune 2002,

the cOmpEny o be the most mpacted by 10y changes o
radso indhntry repulstaons.

In regands to redefinmg the local markess, if the FOC
chiposes o marrow the makel defination, resulbeg in fewer
signals per market snd therefore i lower local oumershap
ap, we expect Clear Chasne]'s cxistng portiglio o be
grandfathaod, camsing manimal changes

As for TV/radso cress-ownership, the company has largely
filled ot itx U5, cathe smtson portfodio, mme mcroasegly
focuses oa s mecmational cutdoor expeetica. Smce the
company iE mol an sctrve sogquurer of domestic rado amd
TV asects snd we expect 1ts curront portfolio to be
regubstory changes here aither.

Alchough we do not expect new domestic scguIRtion
oppornEutics to be cremed for Clesr Channel when the
pew regubation: are st the company bas signoicant
Clanne] reparted act debt of $8.3 billion s of 373103,
Pro forma leverspe rabo (net delbPF LTM EBITDA)
stoid ot 3.8 times, within the company”s comforn nge of
3.5 tiones to 4 Dt Avremong 10% FRITDA prowth in
ibe next five years, managemnent indicaiod that it bay
capacity 10 compictc more thas 518 billion worth of
acquinbons of wvestments before excerdmg the 4.0x
leverage rano threshold eot by e rannps aerncicy

Clear Channel. As the lrpes! rado sabon opérston, with
more than 1,200 scatsons m nearly 200 markets, we stpect

Beler o mpeoriesd droclesses o By el ol S repaad

Anatyst Certification

We, Laurc Rich Fine, Jessca Renf Coben snd Marc E
Nahu, bereby certify that the views each of us has
expressed m s rescarch repoft accursely reflect each of
and isteers. We also contufy that oo part of our respecove
compeneation was. is, or will be, daroctdy or indirectly,
related i the specific recommendations or view exprocsed
In this resrarch report.
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